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EDUCATION, DEPARTMENT OF
An OMB revision of the audit requirements for governmental recipients of federal
grants and subgrants (Attachment P to OMB Circular A-102) will be implemented
through final regulations from the Secretary of Education (see the 7/20/82
Fed. R e g ., pp. 31382-84). OMB revised its audit requirements for states, local
governments and Indian tribes receiving federal grants on 10/22/79. The most
significant changes in the requirements are the following: OMB has clarified
its intent that audits be conducted on an organization-wide basis rather than
a grant-by-grant basis; as part of the organization-wide audit concept, the
new requirements prohibit any federal program from imposing program specific
audit guidelines unless they are approved by OMB; to insure that audits are
acceptable to all federal granting agencies, the new requirements establish a
cognizant agency system for federal review of audits; and, the new requirements
contain, in more detail, the prescribed coverage of audits and questions to be
answered. These regulations implementing Attachment P to Circular A-102 will
apply to all Education Department programs unless specifically provided other
wise. The regulations are effective as of 7/20/82. For additional information
contact Willie Price at 202/755-1217.
SECURITIES AND EXCHANGE COMMISSION
Investment policies of money market funds that relate the purchase of securities
issued by financial institutions to sales of fund shares to customers of
those institutions are the subject of an upcoming SEC hearing (see the 7/16/82
Fed. Reg., pp. 31005-08) . Specifically, the Commission announced that its
hearing will address whether sales-related portfolio policies are consistent
with the purposes of the Investment Company Act of 1940, whether fiduciary
duties under section 36 (a) of that statute would be breached by such a policy,
and whether these fiduciary duties would be met through director and shareholder
approval or the nature and extent of prospectus disclosure. Other issues under
section 1 7 (d) of the 1940 act include whether sales-related investment policies
involve participation in joint enterprise between the fund and its affiliated
persons, principal underwriter or the underwriter’s affiliated persons, and
whether the SEC could permit such a policy under Rule 17d-l. Under section
1 2 (d)(3), the SEC plans to determine whether an issuing financial institution
involved in a sales-related money market fund effort would be an underwriter,
whether funds would be prohibited from purchasing such institutions’ CDs or
other securities, whether Rule 12d-l would provide an exemption to the purchasing
funds, and whether prospectus disclosure is relevant. Lastly, the Commission
will seek to determine whether sales-related investment policies present
issues under any other provisions of the 1940 act, the Glass-Steagall Act, or
other securities or banking laws, and whether other legal, policy or public
interest issues are implicated. The hearing is scheduled to begin at 10 a.m.
on 9/20/82, in Room 1C40, 450 Fifth Street, N.W., Washington, D.C.
James C. Treadway, Jr., a Washington D.C. attorney, has been nominated by President
Reagan to be a member of the Commission. Treadway, 38 years old, would, if
confirmed, fill the vacancy created by the retirement of Commissioner Philip
Loomis Jr. on 6/25/82. Earlier this summer, the President nominated Commissioner Bevis Longstreth to complete Commissioner Loomis’ unexpired term which
had two years remaining, so that Treadway would serve a five year term, which
would expire in 1987. Mr. Treadway is a partner with the Washington-New York
law firm of Dickstein, Shapiro and Marin. Washington sources, who expected the
nomination for some time said that Treadway shares Chairman John S.R. Shad’s
philosophy of greater reliance on industry self-regulatory organizations.
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SECURITIES AND EXCHANGE COMMISSION
Amendments relating to the disclosure of certain relationships and transactions
involving management are the subject of proposed rulemaking from the Commission (see the 7/20/82 Fed. Reg., pp. 31394-405). As part of its comprehensive
Proxy Review Program, the Commission is seeking public comments on the dis
closure of transactions in which certain persons connected with management
have a material interest and relationships between a registrant's directors
or nominees for director and certain entities with which the registrant con
ducts business. The proposals are intended to simplify disclosure and reduce
compliance burdens in a manner consistent with investor protection. Additionally,
the amendments include a proposed new uniform item applicable to registration
statements, periodic reports and proxy statements relating to disclosure of
certain relationships and transactions, and substantially streamlined require
ments relating to disclosure of relationships. Comments are requested by
9/7/82. For additional information contact Susan P. Davis at 202/272-2604.
TREASURY, DEPARTMENT OF
Regulations which would require individuals to deposit their estimated income
and self-employment tax payments with a Federal Reserve bank or a commercial
bank rather than sending the payment to an IRS service center were recently
proposed by the IRS. Under tax code section 6302(c), the proposals would
make the procedures for paying individual estimated tax more closely parellel
to those used for corporations. The changes would be effective for taxable
years beginning after 12/31/82. Individuals may satisfy the new requirement
by sending their estimated taxes to the authorized depository institution by
mail postmarked two days prior to the due date. The payment must be made in
cash, by postal money order or by a check drawn on the depository bank. Ex
ceptions to the new deposit requirement would be made for individuals who
never before were required to make estimated tax payments or who are required
to pay estimated tax for the first time in more than a year. According to the
IRS, such individuals may forward the first estimated tax installment to their
IRS service center and it is expected that the service center will then pro
vide the taxpayer with the forms and instructions to pay subsequent install
ments of estimated tax by deposit. Another exception provided under the rules
would be for individuals who reside outside the U.S.

SPECIAL:

SENATE PASSES REVENUE BILL INCLUDING AICPA SUPPORTED AMENDMENT

The AICPA supported Taxpayer Protection Amendment to the tax revenue bill,
H.R. 4961, was passed by unanimous voice vote in the Senate on 7/21/82.
The entire revenue bill was passed on 7/23/82, and will be considered by
the House of Representatives during the week of 7/26/82.
Introduced by
Senator William Armstrong (R-CO), the amendment was co-sponsored by Senators
Russell Long (D-LA) , Mack Mattingly (R-GA) and Max Baucus (D-MT), among
others. The amendment changed key language under the new penalty provision
of the taxpayer compliance section of the bill. Under the original language,
a taxpayer could avoid the additional penalty for substantial underpayment
of tax if the taxpayer believed he was "more likely than not" to prevail over
the IRS if the item in question was disputed. The amended language changes
the test to require only that the taxpayer have "substantial authority" for
his position in order to avoid the penalty.
In the area defined in the bill
as "abusive tax shelters," the "more likely than not" language remains. Other
major provisions in the Senate passed bill include: a 10 percent withholding of
tax on dividend and interest income; a shortening of the capital gains holding
period to six months and inflation indexing after 1985 for capital gains on
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stocks and property; new reporting requirements for tip income; a reduction
in the amount of income which may be sheltered from taxation through pension
plans; a reduction in the deductibility of medical expenses; and, a restric
tion on the buying and selling of corporate tax benefits with a complete phase
out by 1985.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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